6/22/77
Memorandum 77-46
Subject: WNonprofit Corporation law Study

You will recall that, at the May meeting, the Commission Iindicated
its agreement that the staff meet with the Chairman of the State Rar
Subcommittee on Nonprofit Corporaticns and the draftsman for the Select
Assembly Committee with a view possibly to avoid the sitnation of having
conflicting Law BRevision Commission and Select Committee nomprofit cor-
poration proposals presented in 1978.

Mr. Sterling and I met with Mr. Leonard and Professor Hone. The
attached correspondence 1s the result of our attempt to work out a joint
effort.

You will recall also that some time ago the Chairman of the Com-
mission was to send a letter to the Commission's legislative members to
solicit their advice on how the existing situation could best be dealt
with. Ho response has to date been received from either legislative
member. Perhaps the responses will be recelved after the session re-
cesses; at the present time, the Legislature is engaged in a major
effort to complete work on the budget and numerous other lmportant

bills.

Respectfully submitted,

John H. DeMoully
Esecutive Secretary



THE STATE BAR OF CALIFORNIA

601 McALLISTER STREET
SAN PrANCISCO 94102
TELEPHONE 922-1440

AREA CoDE 415

June 7, 1877

John H. DeMoully,. Esq.

Executive Becretary

California Law Revision cOmmission
Stanford Law School ,
Stanford, California

Dear John:

: Following our meeting, I have given further

thought to the way in which your product and that of
. the Assembly Select Committee could be combined to
preserve the constructive efforts which each group
has made. I have discussed the matter with a number
of persons on the State Bar Corporations Committee
and on the Subcommittee on Nonprofit Corporations.
As a result, I will recommend that the Assembly Select
Committee adopt the approach of your draft in the
 following specific instances if you would then withdraw
your bill from consideration and not oppose the bill
presented by the Assembly Select Committee. That bill
would then represent the joint efforts of the Law .
Revision Commission and the Assenmbly Select Cnmmittee.
These inatances are: .

1, Adopt your approach of dividing chapters
into articles wherever chapters relate to more than one
general subject. : ‘ . :

2. Adopt your approach of dividinq Chapter
One intc an article on definitions and an article on
rules of construction.




s

3. Adopt a new Chapter Two on general
provisiona, paralleling the form of your Chapter Twn

4, Create & new Chapter Three on “Purposes, -

Puwera, and Formation;_ which would follow your Chapter -

Three in organization. This would require breaking out

a portion of Chapter Two of the current Select Committee

. draft, which now follows Chapter Two of the General a '
,COrporationa Law ("GCL"}.

- 5. Adopt a new Chapter Four following the
format of your Chapter Pour.. This would reguire com-
bining the balance of Chapter Two of the current Select

. Committee draft with the provisions which would other-

wise have been contdained in the Select Cammittee draft -
of Chapter Nine. . ‘This would again® requitre departure
from the format an& organization of the GCL "

6, The Corporations Committee will evaluate
and cunsider adopting those portions of. ybur conforming :
srovisions which require amendment to the GCL. ' I cannot =~
e more specific on these provisions at this time, aince
- the entire Committee must conﬂider them at the time the
Hanprofit Code is adupted..-. : o

N

7. Adapt mnst if not all of the remaining con-
forming provisions set out on pages 2647~2?14 of your
report. , . o _

B.. In certain inatances in which the GCL haa
combined a number of separate topics into one mection,

I will recommend  that yout approach of breaking. apart

the topics into separate sections.be followed. This
would apply, for example, to Bection 307 of the GCL; - _
which you have brcken‘apart into Article Three of your = .
Chapter Five, and to Bection 800, which your exposure
draft dividea into a number. af sections._‘:r g

1 have reviewad the iaregoing with the draftsmen
' of the Seléct Committee, and they are agreeable to the =
 approach outlined above.. This: ‘approach offers a basis

" ypon which we can avoid having competing bills presented
to the Legislature. Obvioualy, an. immediate resolution
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of this problem would. be beneficial to a11 partien,
- Accordingly, please advise me of ‘the CQmmission'

position on this matter.

With best wiahes.

Carl n. Laanard

Chairparson, Subcdmﬁittee on-_a‘luff

Nonprofit carporqtions

CRL Je 7 _ _
ect Rufus Bradbury clark , L
~ ‘Bubcomriittea on Honprofit cOrporationl
Michael Hone .
Hon. John T. Knox
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Carl A. Leonard, Eeq.

State der of Califormia

501 Madllister Btrest _
San Franeisev, Califerais 94102

Dear mh

: tnw:ummmummmmnmurm—ﬂu»-m
mum Comiasion thet it sot recemmend hills on womprefit cerpora-
tions for enastment at the 1970 legislative sassisn, thea lasving the

. £1e14 to the \epislatien being drafted by yeur ssbessmittes, 1f 1 weuld
bs able to advise the Cemsiseien that your draft weuld use the Commis~
sion’s resommended lagislatien as & starting peist and aghs eny sdidt~
tisns, dalationd, or tevisisns your sulesemittes sonsludad were nesde-
mudmhlmmawntudnmrnwhncum
osrganisetion o language.

:mmmtmmmhmnmumuuma
its ressimenied legtalatien s in the sverall erpsuisatisn ef the state-
tory satarial snd the draftisg of the indtvidusl sestivas, If this:
najor sontribution would wet ba lost, I falt that Imﬁ*wu '
the Commisaion that 1t mot sudait its owa Mils i 1978. TYor ceaves-
Senss, I alse suggested that the sestisns be m.mﬂb‘- e -
sonforn te the ssatises ix the Commissiwm's :
luntuumnno!mmma
hive revieved the Commisaion's deaft end te 4
:y:unuqmm-m»mmumumm'-
ﬂt. R .

1mmm-:er.m1mxmm, fndicates that you
nuuu te rescemend adoptisen of tha or oual
don's deaft in spueifis instasnes 1if o do o0 wuld vesult in 2
jmtmm-!mmmmumummnmt,
Committon, lowever, your prepossl dess not fadisate that you plan te
adopt the Commission draft of individeal ssetions. In!m the Commde~
sion sakss s deaistion vhother or met to absadon ite efferts ¢o sbtain
snautuent of its resoumended lagisistion, it sheuld ba slsar presissly
how the Commisuion’s draft weuld be weed. This weuld sveid any niswe~
dezstanding on the part of the Commisaica. As I resd yeur lstber, yeu
'_-uunmmuouwmmmwmummmu
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. draft, pmtuluty in the use of artieles. nl :umu lm mttm.,
: tumnt.m.hmthmuiuﬂmdthmm
ssetions drafied by the Coumisafen.  I» this sn sssurste shavssteriss-
tion of your propoesi? It is ef aritiesl importamss that this ba made
elaar befors the Coninission ¢snsiders this msttsr, The Cesmissien will
be menting en July 7-9, ulthtsuttumﬂhn“ﬂdtnmﬂu—
- atiom at tm antm :

31““01?; '

Jotm i, Mluu.r
Mtin !umny

€Ct Bufus l-dbm chrk e SRk o
© fSubeowmittes on unnmﬂt mnutlnm oI ) .

"~ Michawl Hotie
‘lﬂl. Jllhl ti
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THE STATE BAR OF CALIFORNIA

601 McALLISTER STREET
San Francisco 94102
TELEPHONE 9221440
AREA t_‘umz! 415

June 20, 1977

John H. DeMoully, an.-=

Executive Secretary =
California Law Revision cOmmiasion
Stanford Law School .

" Btanford, California

bear John:

1 hope our phone conversation of last week
helped clarify my letter of Juhe 7, 1977. My
letter was written as a result of our three-hour
meeting on May 26th. At that time you asked us to
accept the organization, incluéing section humbetrs,
of the Law Review Commission's draft of the Nonprofit
Corporation Law. You also requested that the State
Bar Committee and Select Committee adopt your proposal
as their working draft, modifying particular sections
as necesBary. As you can tell from the drafts we
have pent to you, the meetings Mr. Sterling has
attended, and our current 300-page draft, it would
be extremely difficult to pruceed in the-way you

initially suggested.

At our May Zﬁth'meeting we discussed an alter-
native approach; we outlined changes which could be
made 1f you and the Law Revision Commiesion felt the
changes would make a better law and avoid conflicting
bills, My letter of June 7th set forth this approach
in detail. I hope that that letter and this explanation
can result in an agreement to go forward with one bill.




it is my understaﬁding that the Select Committee

will only proceed
earlier letter if
- acceptable to and

to make the changes specified in my
the provisione outlined therein are
desired by the Law Revision'chmisateg.

Because we are under no small amount of pressure for
‘an early completioh of an exposure draft, I would hope
that the Commission could reach a decisio on my proposal
‘at its July7-9 meeting, o o '

fPlsa&e do not hegitﬁte;tufphone merif}I'cah‘berofh

_ further aseistance.

CAL:jc. .
cc:  Hon. John T,

f '  VEry_truly_yQﬁrs.‘-

Carl A, Leonard, ﬁh&irﬁefson- .
suhccmmitteglqnunonptqfit Corporations

Knox

~_Rufus Bradbury Clark BT
- Subcommittee on Nonprofit Corporations
Michael Hone S
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